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KEY ECONOMIC INDICATORS 
as 0 ri 
Millions of guilders, unless otherwise stated. " Average amnual exchange rates: 
$1 = Hfl. 2.53; 1976, $1 = Hfl. 2.60; 1977 to date, $1 = Hfl. 2.49. 


INCOME, PRODUCTION, EMPLOYMENT 1975 1976 1977 
QW at current prices 204,270 232,850 E 258,500 E 
GNP at constant 1975 prices 204,270 212,950 E 222,500 E 
Per capita GNP, current prices(guilders) 14,961 16,950 E 18,710 E 
Plant & equipment investment 25,230 25,500 E 28,950 E 
Indices: 1970 = 100 
Industrial Production 437 124 130 Jan 
Avg. Labor Productivity (Ind.) 131 140 Jan-Sep 
Avg. Industrial Wage (1972 = 100) 151 164 165 Jan 
Disposable Personal Income 128,910 150,330 E 
Employment (000's) (Dec) 4,881 4,890 
Avg. Unemployment Rate (7%) 6.0 Sor 5.7 Feb 
Housing starts (units) 111,385 118,926 19,129 Jan-Feb 
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MONEY AND PRICES 
Money Supply (Dec) 47,193 49,826 Nov 
Public Debt (internal) (Dec) 34,765 40,983 

(External) (Dec) i2.2 12.2 
Interest, Central Bank discount 4.5 6.0 4.5 Apr 
Domestic credit outstanding (Dec) 59,726 70,561 Oct 
Indices : 

Retail sales (value): 1975 = 100 100 106 Jan-Oct 

Avg. wholesale prices: 1970 = 100 

(excl. VAT) 160 173 Jan-Oct 
Avg. consumer prices: 1969 = 100 156.7 170.5 176.0 Jan-Feb 


BALANCE OF PAYMENTS AND TRADE 
or. ; erves c) 25,993 25,452 Nov 
Balance of Payments, current 
account, transactions +4.1 +6.4 
Balance of Trade -131 -871 
Total exports, FOB (excl. Belg.-Lix.) 76,375 90,221 +18.0 
Exports to U.S. 2,440 3,011 +23.0 
Total imports, CIF (excl. Belg.-Lux.) 76,506 91,092 +19 .0 
Imports from U.S. 8,777* 9,585* + 9.0 
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Main rts from U.S. ,Jan-Nov 1976: corn 3,865,723 MI/Hf1. 1,292.7; oil seeds, nuts and 
pits eed except grains 1,461,396 "ME/HEL. 537.5; organic 
chemical products 455, 056 ME/HEL. 493.1; other machinery except electrical parts Hfl. 421.8; 
coal 2,069,353 MI/Hfl. 273.0. 

Note: Third colum contains available 1977 figures. (E = estimate for the year.) 
Percentages in fourth colum compare (1) 1977 figure with corresponding 1976 period, or 

(2) 1976 with 1975 if no 1977 figure is available. 

Sources: Central Bureau of Statistics, Central Planning Bureau, Netherlands Bank. 


(* Dutch import figures do not include foreign goods placed in bond for forwarding to other 
countries, often after reprocessing and repackaging. U.S. export figures do.) 





SUMMARY 


The hesitant Dutch economic recovery of 1976 seems to have 
become firmly entrenched. A good fourth quarter pushed the 
annual real GNP growth rate to four percent. For 1977 the 
figure is expected to be 4.5. Unemployment and inflation 

are both lower than last year but still at the highest levels 
since the 30's and 40's. Believing that structural changes 
are needed to keep Dutch industry competitive, the Socialist- 
led government made a major change in economic policy last year 
in order to strengthen the private sector. Limits on fiscal 
growth are part of the program. Concurrently, the central 
bank has adopted a restrictive monetary policy. Parliamentary 
elections scheduled May 25 have led to postponement of planned 
social reforms. The Dutch economic trends have improved the 
already good outlook for US exports to the Netherlands. Last 
year sales of American products to the Dutch set another new 
record. 


CURRENT ECONOMIC SITUATION AND TRENDS 


clical Revival - After more than a year worrying whether their 
country had caught "'the English disease,'' many Dutch are pleased 
to discover that the hesitant economic recovery of 1976 seems to 
have become firmly entrenched. Key economic indices are up. The 
guilder is rock hard. And it now appears there will be time 
before Dutch natural gas production begins to decline in the 1980's 
to make the major changes without which this country might indeed 
suffer the debilitating stagflation of its neighbor across the 
North Sea. 


The revival of the Dutch economy began with a good fourth quarter, 
which pushed the annual real GNP growth rate to four percent in 1976. 
The government's Central Planning Bureau now estimates that for 1977 
the figure will be 4.5. Behind the moderate recovery late last year 
were export demand, a spurt in the construction of private, single- 
family dwellings and an increase in industrial investment. The year 
1977 is expected to show a further increase in investment and higher 
consumer expenditures. As the continent's biggest entrepot and an 
important processor of raw materials for export, the Netherlands 
also benefitted from the surprisingly healthy expansion of world trade, 
particularly in its trade surplus with West Germany. Being a net 
energy exporter helped, too. The Netherlands' only important 
mineral resource, natural gas, currently meets half of Europe's 
needs. Natural gas sales contributed significantly to the 





Netherlands' 1976 surplus on current account of approximately 
6.4 billion guilders, although earnings from invisibles also 
played a role. By strengthening the guilder, the surplus 
raised the prices of Dutch exports. Nevertheless, the 
volume of non-gas exports from the Netherlands increased 

last year, led by petroleum, chemicals, agricultural 

products and foodstuffs. 


Unemplo t and Inflation - The government programs to limit 
unemployment and to curb inflation have met with partial success. 
Programs to create jobs, especially in the construction industry, 
were partly responsible for the fact that the seasonally 
adjusted index for unemployment began falling in September, 
dropping from 5.7 to 4.9 percent of the labor force gy February. 
(It should be noted that a new method of recording unemployment 
took effect in January.) The decline is not expected to 
continue, having been reversed in March at five percent. There 
are still hopes that the rate of unemployment at year-end will 
show an improvement over 1976. Even if such hopes are realized, 
the Netherlands will continue to experience its highest levels 
of joblessness since the 1930's. 


In its other battle, against inflation, the government helped to 
bring down the rate by its decision last summer to resist pressures 
by businessmen and speculators to devalue the guilder. The currency 


eventually appreciated under market forces by as much as five 
percent. The slowing of inflation lends credibility to the Central 
Planning Bureau's estimate that the rate will not exceed 6.5 percent 
in 1977. To achieve this goal the government recently extended its 
direct controls over prices for the full year, prohibiting the 
manufacturing industry entirely from passing on the cost of wage 
increases and limiting to 3.5 percent the amount of such increases 
that the services and trade sectors may recover. Although labor 
peace was upset in February by the first major strike since 1973, 
the settlement that was reached after three weeks is not expected 
to push wage increases higher than 7.5 percent, which is below both 
the government's earlier expectations for 1977 and the 8.5 percent 
recorded in 1976. 


Structural Games - Encouraging as these cyclical developments are, 
e Centr amning Bureau is understandably not satisfied with them. 
Although the real growth of GNP in 1976 was higher than originally 
estimated and a lot better than the decline of 2.5 percent in 1975, 
the figures for 1976 and 1977 are below the average of 5.5 from 
1964 to 1972 and less than the normal rate at this stage of a 
business upswing. It should not be forgotten, moreover, that 
European and American businessmen and economic forecasters have 
learned to take comfort from what once were regarded as rather 
mediocre indicators. With unemployment and inflation much higher 
than desirable, the government itself is aware that the present 
cyclical revival has only bought time to make structural changes that 
are needed to keep Dutch industry competitive. 





For a country whose merchandise exports equal two-fifths of total 
GNP, the Netherlands must be concerned when labor productivity 
does not keep pace with labor costs, low industrial profits depress 
investments, and the growth in public sector expenditures runs 
higher than the real growth in GNP. 


In 1976 the Socialist-led government made a major change in economic 
policy. It decided to curb the growth of the public sector over 

the next four years in order to increase the profitability of 
private industry and encourage it to invest. The targets of this 
medium-term policy are to reduce structural unemployment, to 

promote an average annual real rate of growth of at least 
three-and-three-quarters percent and to reduce appreciably the 

rate of inflation. The principal tool is a ceiling of one percentage 
point a year on the growth of the collective burden (taxes, social 
insurance premiums and non-tax revenue other than from export sales 
of natural gas) as a share of national income. The Economics Minister 
recently announced that the government expected to be well within 
this ceiling by 1980. 


Supplementing the "one percent round," the government proposed 

five objectives that together would promote investment and employment. 
These are: 1) to strengthen the competitiveness of industries, 

2) to encourage labor mobility, 3) to subsidize wage costs, 4) to 
adjust tax rates for inflation and 5) to subsidize investments. 


In addition, the government plans to limit the annual budget deficit 
to between four-and-one-half to five percent of national income by 
1980, compared with five percent in 1976. 


Three months into the first budget under the new policy, the Central 
Planning Bureau has modified its estimates for 1977 to reflect 
recent trends. It now expects that the burden of taxes and social 
insurance premiums needed to finance public sector expenditures will 
not increase. In addition, it believes labor's share of national 
income will be lower, at 92 percent, because of a smaller rise 

(2.5 percent) in real labor costs. Although the new labor income 
figure is in line with the government's goal of lowering the 
percentage to 87 by 1980, the Bureau finds it disappointing at the 
present stage of the business cycle. Among other changes, the 
Bureau has revised upward its estimates for growth in labor 
productivity (to 4.5 percent) and real disposable income (to 2.5 
percent). The Bureau expects corporate investments to grow eight 
percent under government stimulus and because of plans to upgrade 
health care. A particularly strong rise is expected in the building 
industry. On the other hand, the Bureau has reduced its earlier 
estimates for foreign trade: it now expects imports and exports to 
increase by six percent each, the competitiveness of exports to 
decline because of the guilder's appreciation, and the balance of 
Payments on current account to drop to (a still vigorous) 5.5 billion 
guilders. 





Monetary Policy - Those responsible for the nation's monetary 
policy are concerned about the expansion last year of the 


(broadly defined) money supply by about 23 percent and a large 
growth of domestic credit. The Netherlands Bank has announced 

its intention to sharply limit the growth of money supply this 
year and is negotiating with the private sector on how best to 
meet its objective of restricting to 12 percent the growth of 

new credit in the face of the economic recovery. Credit 
restrictions are a distinct possibility because interest rates 

are the Bank's favorite tool for foreign exchange policy and they 
have been reduced to prevent excessive appreciation of the guilder. 


Parliamentary Elections - The nation goes to the polls May 25 

to elect a new parliament. A caretaker cabinet has been running 
the government since the coalition of Socialists and Christian 
Democrats broke up in March over legislation regulating the 
expropriation of land. Consideration of this and three other major 
items of social reform (to grant workers a share of companies' 
"excess" profits, to broaden the powers of workers' councils 
vis-a-vis management and to make investment incentives serve social 
goals) has been postponed until a new government is formed. 


IMPLICATIONS FOR THE U.S. 


Industry - There has been a definite improvement in the already 
00 


outlook for US exports to the Netherlands, which climbed to 

4.6 billion in 1976, an increase of 11.4 percent. Volume rose 
by 16.5 percent, indicating that the higher sales were not a result 
of price increases. At the same time, the economic recovery promises 
to stimulate further growth. Investment in both capital goods and 
inventories is expected to show a marked increase in 1977, boding 
well for U.S. exporters. Personal consumption is forecast to rise 
by 3.5 percent opening new opportunities for the sale of US consumer 
products. In addition, the current appreciation of the guilder 
relative to the US dollar has made American products more price 
competitive. All these developments combined with aggressive marketing 
by American firms could result in significantly higher exports in 1977. 


Among the industrial manufactured goods that showed sharp gains in 
1976 were wood products, paper products, electronic computers and 
statistical machines, electric power machinery, medical and health 
care instruments and equipment, photographic and motion picture 
equipment, photographic film plates, measuring and control instruments, 
electro-mechanical hand tools, printing and bookbinding machines, and 
heating and cooling machinery and equipment. 


The Dutch chemical and petrochemical industry, with an expected real 
growth rate of 6.5 percent, should rise more rapidly than the 
economy as a whole until 1980. Investment has been increasing 
rapidly to support the expansion, and this should lead to good 
prospects for US exporters of chemical processing equipment, pumps, 





valves, compressors, pollution control equipment, process control 
and measuring instruments and laboratory instruments. 


Because of high labor costs, the government expects business 
investments to concentrate on labor-saving equipment and systems 
which should favor many US industrial exports, particularly 
those embodying high technology. Computers and peripheral 
equipment, electronic calculators, accounting machines and 
banking equipment, electronic production and test equipment, 
printing and graphic arts equipment, advanced production 
machinery for the metal and food processing industries, and 
labor-saving automotive garage equipment are some of the many 
product areas whose sales should benefit from Dutch efforts to 
promote efficiency. In addition, Dutch importers have recently 
expressed considerable interest in U.S. produced security and 
safety equipment as well as gas and oil drilling equipment. 


As the average Dutchman has become more receptive to U.S. styles 
and tastes and more aware of the quality and competitive prices 
of most U.S. products, sales of U.S. consumer goods in the 
Netherlands have expanded rapidly. Of particular interest to 
Dutch importers are apparel, cosmetics and toilet articles, 
kitchenware, consumer durables, do-it-yourself articles, 
decorator items, consumer electronics and optics, cameras and 
photographic equipment, and sports and leisure-time products. 
Vending and slot machines are also selling well. 


With U.S. prices competitive, the American exporter interested 

in diversifying his market and increasing profits will find 
opportunities in the Netherlands, which is a nation of intemational 
traders. He should bear in mind, however, that the Dutch importer 
expects the same service, support, prompt attention to inquiries, 
and access to supply as resident U.S. customers. 


At the end of 1975, the book value of U.S. direct investment in 
the Netherlands amounted to $ 3,386 million, an increase of $ 129 
million over the 1974 figure. Over half the U.S. investment is 
concentrated in the petroleum and chemical industries. Dutch 
investment in the U.S. increased by $ 810 million between 1974 
and 1975 to $ 3,649 million. Indications of continued growth of 
interest by Dutch investors in the U.S. should lead to higher 
investments in coming years. 


petoul nave - In 1976, U.S. agricultural exports to the Netherlands 
transshipments) totalled $ 1.885 billion, up 9.5 percent 
Soo 1975 and setting another record. Exports of feedgrains and 
wheat were down, mainly in the second half of 1976. Lower volumes 
were exported and prices were down substantially for both wheat and 
food grains, resulting in a drop of almost 15 percent to $ 632 million. 
A good volume and excellent quality wheat crop in Western Europe were 





the reasons for the drop in wheat imports from the United States. 
Losses in the grain sector were compensated by higher exports of 
mainly soybeans, soybean meal and animal fats and oils. Soybean 
exports increased by 27 percent in volume and by 19 percent in 
value. Expectations for 1977 are that U.S. exports of wheat and 
feedgrains will be slightly up in volume but the value of these 
exports will be dom. This will result in net value losses in 
this sector. Soybean and soybean meal prices are significantly 
higher than last year. Dutch imports of soybeans are expected 

_ to be down in volume, probably compensated by higher imports of 
soybean meal. The total value of the soya complex exports to 
the Netherlands is expected to increase significantly. 


Available by subscription from the Superintendent of Documents, GPO, Washington, D.C. 20402. Annual subscription, $37.50. Foreign mailing, $9.40 
additional. Single copies, 50 cents, available from Publications Sales Branch, Room 1617, U.S. Department of Commerce, Washington, D.C. 20230. 





